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QFFICE ESTIMATES
TRANSPORTATION GROJP

14 June 1949
Weekly Intellipgence Summery No. €8s

SECTION I.  SUMMARY OF TRENDS AND DEVELOPMINTS

The Soviet objective of reducing Satellite dependence upon the
West for specialized rallway equipment is agsin disdernible in a conw
vention recently concluded by delegates {rom sleeping car compenies
and railway administratlons of Rumenia, Bulgerie, Hungary, Poland,
Yugoslavia, and Czechoslovekia. (Item No. 1, B)

 The shortage of flanges for locomotives in the Soviet Zoné;
Germeny has become so desperate that the Soviet Military Administra-

tion has reportedly approved the return of a dismentled Germer roll-
ing mill. (Item No. 2, B)

_ US refusal to grant a waiver necessary for conversion at Trieste
of the ex-Navy vessel FENCER will probebly put an end to the negotine-
tions of Lloyd Triestine for purchase of the vessel, (Item No., 3, C)

Expension of the Soviet merchent fleet In the Far East is indi-
cated by the fact that more Soviet ships are now en route from the

Black Sea to the Maritime Provinces then st any time in recent years,
(Item No. 4, B) '
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The recent conclusion of bilateral air egreerents between Cenede
and the US, and between Egypt end Italy, may improve the prospects for
a multilateral agreement at next year's Assembly of the International
Civil Aviation Organization. (I1tem No. 6, B)

Signature on 3 June of the new US-Canadian bilateral air sgreement
embodying "Fifth Frecdom" rights for both countries has opened the way
for renewed Dutch attempts tosecure additionsl traffic rights through
Canada to the US and beyond. (1tem No. 7, B) ‘
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SECTION 1I.  CURRNT DEVELOPMENTS

SURFACE TRANSPORTATION

. The Soviet ob ective of reducing Satellite dspendence upon the
West Tor spoc{aﬂzaﬁ raiiwey equipment is again discerri ble in a conm
vention recently conoluded by delegates from sleeping car sompanies
and reilwey administrations of Rumanie, Bulgaris, Hungery, Poland,
Yugoslavia, and Czechoslowakia (See TG Weekly Nos. 39, 41, and 57)e
By stipulating the conditions unier which slseping cars of one
Satellite country cen operate in some casee through other Satellite
sread, the basis has been asteblished for the progressive exclusion
of the Western~controlled Wagons Lits Compeny from these aress as
sdditional Satellite equipment bacomes availablie, It has been
announced thet Rumanian (CFR), Polish (ORPIS), and Yugoslav (JDX)
sleeping c¢ar units have been in ciroulation under the new agreement
since 15 May 1940. Bulgerian, Hungerian, b&nd Czechoslovak particle
pation, on the other hend, is still in the organizational stage.

The agreement contains several operating 1imitetions. It ls stipu-
lated, for exsmple, that only CFR { Rumenien) and ORBIS (Polish) cers
are to circulste in Rumania, with CFR units operating between
Bucharest snd Warsaw via Buadspest end Prague and ORBIS units between
Bucharést and Berlin. Separate bllatersl conventions are to be
signed between the respscitive national administrations covering the
movement of dining csrs ot international routes. (Secrat)

- The shortege of flenges for locomotives in the Soviet Zone
Germeny has become so desperabe that vhe Soviet Military Administres
tion he: reportsdly approved the return of a dismentled Germen rolls
ing will. Although the mill was shipped to the USSR in 1946, it
apperentliy was never assembled or put into operation. After ine
atallation on the premises of one of the former plents of the Mittel
deutsche Stahlwerke in Groedite (northwest of Dresden), the rolling
mill is scheduled to deliver the first flanges during June.
{Confidential) ' ‘
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The US Political Adviser in Trieste has been instructed by the
Department of State to inform General Airey, Commander US-UK Zone,
FTT, that the US will not grant the necessary walver to permit con~
version of the SS FENCER at Trieste (See TG Weekly No. 63). As the
purchase contract was conditional on obtaining the US waiver, Lloyd
Triestino, the prospective purchaser, will probably now drop the
matter. (Secret) '

Expansion of the Soviet merchant fleet in the Far Bast is indl-
cated by ine fact that more Soviet ships are now en route from the
Black Sea to the Maritime Provinces than at any time in recent
years. Shortage of shipping in the Far Bast has forced thes USSR
recently to charter foreign vessels. The present redisposition of
the fleet may also reflect a determination to reduce Soviet depend
ence on foreign shipping and apprehension that foraipn vessels may
be mors difficult to charter as a result of political repercussions
from the Communist conquest of China. In either case, the USSR
considers its objective sufficiently urgent Vo justify the inevitable
deterioration of the transportation situation in the Black Sesa which
will result from this decision. (Secret)
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CIVIL AVIATION

6. The raecent conclusion of bilateral air a reements between Canada
end the U3, and between Foypt end Ttaly, may improve the prospects for
s multilateral agreement at next year's Assembly of the International
Civil Avistion Organization (ICAO). The most controversial issue
copnected with a multilateral sgreement has been that of so-called
npieth Freedom® rights {to embark and disembark in the territory of
the other contracting state revenue traffic destined to or originating
in third states).
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7. Sipnature on 3 June of the new US-Cenadien bileteral eir agree-
ment smbodying "FiLth Freedom" rignts ior both countries (ses item 6)
has opened the way for renewed Dutch abtempts to secure additional
traffic rights through Canads to the US end beyond.

Implementation of the "Fifth Freedom™ provisions in the Dutche
Capadian bilateral of 2 June 1948 is understood to have been inappli-
cable until Canade obtained such righte in the US. { The sgreement,
however, specified thet "Fifth Freedom" privileges "shall not be
exercised until, with regard to each route, an exchange of notes be=
tween the contracting psrties stipulating the dete from which those
rights will be effective has taken place.”)

Continued Dutch spproaches (hitherto unsuccessful) to the US and
Mexico mey slso be expected in view of their aspirations fors (1)
an extension of Amstcrdam-Montreal or Toronto services to Chicagos
(2) traffic rights at New York on the Amsterdam-Gander-Curacao route;
and (3) traffic rights in Mexico end on the US west coast, linking
their West Indies services to Batavia on a round-the~world route.
(Restricted) :
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